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SUBJECT :EXIMB ANK OFFER TO FINANCE KOREAN NUCLEAR POWER 
STATIONS 

REF: LONDON 01864 

SUMMARY: WASHINGTON OFFICIALS REGRET BRITISH FEEL EXIMBANK 
OFFER VIOLATES SPIRIT OF CONSENSUS. WE BELIEVE IT APPRO- 
PRIATE FOR EXIMBANK TO CONTINUE TO MEET TERMS OF COMPETI- 
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TION. CASE DEMONSTRATES NEED TO ACHIEVE CONSENSUS AS SOON 
AS POSSIBLE WITH POWER SECTOR INCLUDED. FACTORS INFLUENC- 
ING DECISIONS HERE AND POSSIBLE TALKING POINTS FOLLOW. 

END SUMMARY. 

1 . FOLLOWING IS BRIEF HISTORY OF EXIMBANK'S OFFERS OF 
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FINANCING FOR KOREAN NUCLEAR POWER PROJECT (KORI 3 AND 
KORI 4) WITH TOTAL EXPORT VALUE OF APPROXIMATELY ONE BIL- 
LION DOLLARS. 

2. WHEN BIDDING STARTED LAST SUMMER, FRENCH OFFERED FINAN- 
CING ON TURNKEY BASIS AND APPEARED TO HAVE INSIDE TRACK. 
KOREANS INSISTED, HOWEVER, ON COMPONENT APPROACH, WITH 
THREE MAJOR COMPONENTS OF PROJECT: (1) NUCLEAR FACILITIES 
(APPROXIMATE EXCHANGE COST DOLS. 600 MILLION); (2) TURBINE 
GENERATOR ISLAND (DOLS. 100 MILLION); AND (3) BALANCE OF 

PLANT (DOLS. 300 MILLION). CURRENT SKIRMISH CENTERS MAINLY 
ON ITEM (2) ABOVE. 

3. FIRST EXIMBANK PRELIMINARY COMMITMENT SEPTEMBER 1977 
FOR WHOLE PROJECT OFFERED FOLLOWING TERMS: 15 PERCENT CASH 
60 PERCENT EXIMBANK LOAN AT 8 1/2 PERCENT, 25 PERCENT 
PEFOD, WITH REPAYMENT OVER 12 YEARS. HOWEVER, OFFER NOT 
RPT NOT CONDITIONAL ON ACCEPTANCE OF ALL THREE COMPONENTS 
MENTIONED IN PARAGRAPH 2 ABOVE. ON JANUARY 18, PRIMARILY 
TO MEET VERY FAVORABLE SWISS FINANCING, EXIMBANK REVISED 
ITS OFFER TO FINANCE 75 PERCENT OF U.S. COSTS AT 8 3/8 
PERCENT, REDUCING PEFCO PARTICIPATION TO 10 PERCENT. 

THIS OFFER WAS CONDITIONAL, HOWEVER, ON KOREAN AGREEMENT 
TO PURCHASE ALL OF COMPONENTS (1) AND (2) IN THE U.S. 

AND 90 PERCENT OF COMPONENT (3). 
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4. FINALLY, ON JANUARY 27, IN AN EFFORT TO COUNTER 

SWISS COMPETITION, EXIMBANK MADE ONE FURTHER CONCESSION ON 
ITS LAST PREVIOUS OFFER BY EXTENDING REPAYMENT TO 15 YEARS. 
THIS DECISION WAS MADE LATE IN DAY JANUARY 27 AND BANK 
MAINTAINS CABLING OF NOTICE TO COMPETITORS BY WEDNESDAY, 
FEB. L, WAS NOT UNDUE DELAY CONSIDERING WEEKEND AND 
NECESSARY CLEARANCE PROCEDURES. 

5. IN CONVERSATIONS BRITISH OFFICIALS, IN ADDITION TO BACK- 
GROUND OUTLINED ABOVE, YOU MAY WISH TO MAKE FOLLOWING 
POINTS: 

(A) DELAY OF THREE WORKING DAYS ON NOTIFICATION IS REGRET- 
TED BUT PROBABLY IS NO WORSE THAN AVERAGE. 

(B) EXIMBANK INTEREST RATE OFFER IS ABOVE PROPOSED CONSEN- 
SUS RATE ON POWER PROJECTS OF 8 1/4 PERCENT. 

(C) WHILE 15 YEARS IS LONGER TERM THAN MOST RECENT LOANS 
IN THIS SECTOR, EXIMBANK DID PROVIDE 15 YEAR TERM ON 
KOREAN NUCLEAR PROJECT AS RECENTLY AS 1975. 
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(D) IF AGREEMENT REACHED REGARDING REMAINING NOMINAL 
CHANGES IN CONSENSUS PROPOSED BY U.S., U.S. WOULD BE WILLING 
TO ACCEPT SHORTER REPAYMENT TERM IN FUTURE ON PROJECTS 
THIS TYPE. VANCE 
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